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SUBJECT: BUNDESBANK GRANTS LIQUIDITY SUPPORT TO BANKS 
REP: BONN 8175 

1 . AT ITS JULY 3 MEETING THE CENTRAL COUNCIL OF THE BUNDESBANK DE- 
CIDED TO RESCIND IMMEDIATELY THE 25 PERCENT REDUCTION IN THE USE OP 
ANY INDIVIDUAL BANK REDISCOUNT QUOTA WHICH WAS INSTITUTED ON MAY 31, 
1974 (SEE BONN 8175). THE COUNCIL'S DECISION INCREASES THE RE- 
DISCOUNT VOLUME OF ALL BANKS BY DM 2.5 BILLION. 

2. THE BUNDESBANK PURTHER REINSTITUTED FOR THE REMAINDER OF JULY 

THE GRANTING WITHOUT LIMIT OF NORMAL LOMBARD CREDITS AT THE CURRENT 
LEVEL OF 9 PERCENT. THE GRANTING OF SPECIAL LOMBARD CREDITS (AT 
AN INTEREST RATE OP 10 PERCENT) WAS DISCONTINUED. 

3. BUNDESBANK PRESIDENT KLASEN STATED AFTER THE MEETING THAT THE 
MEASURES ARE INTENDED TO COUNTERACT A LIQUIDITY SQUEEZE EXPECTED 
FOR THE MONTHS OF JULY AND AUGUST, AND TO PREVENT INDIVIDUAL PRIVATE 
BANKS, OR OTHER BANKS, FROM EXPERIENCING ANY LIQUIDITY DIFFICULTIES. 

HE INDICATED ALSO THAT EVEN WITHOUT THE HERSTATT BANKRUPTCY THE 
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THAT THE LIQUIDITY SUPPORT WOULD PROBABLY HAVE BEEN LESS GENEROUS 
OR INITIATED THROUGH OTHER MEANS. 

4. WITH REGARD TO DIFEICULTIES OE OTHER, INCLUDING US, BANKS IN 

THE HERSTATT CASE (BECAUSE THE CLOSURE CAME BEFORE THE COMPLETION 
OF SPOT FOREIGN EXCHANGE CLEARING, I.E. DM'S HAD BEEN DELIVERED TO 
HERSTATT BUT DOLLARS WERE NOT YET RECEIVED EOR IT), KLASEN REPORTED- 
LY SAID THAT THE GERMAN BANKING SUPERVISORY AUTHORITY HAD BEEN CON- 
VINCED THAT IN THE HERSTATT CASE AN IMMEDIATE ACTION HAD TO BE 
TAKEN, AND THAT THE BUNDESBANK HAD AGREED TO THIS, SINCE ANY DELAY 
IN TIME WOULD ONLY HAVE CREATED FURTHER INJUSTICES. 

5. BUNDESBANK VICE PRESIDENT EMMINGER SAID DURING THE PRESS CON- 
FERENCE THAT CURRENTLY THERE ARE GOOD PROSPECTS TO HOLD THE AVERAGE 
RATE OF PRICE INCREASE IN 1975 BELOW 7 PERCENT, OR PERHAPS AS LOW 

AS 6 PERCENT.A PRECONDITION FOR THIS, HOWEVER, WOULD BE THAT 

WAGE EXPECTATIONS AND WAGE DEMANDS WILL REMAIN SUBSTANTIALLY BELOW 

10 PERCENT.HILLENBRAND 
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